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Qentlemen:

We have completed consideraticn of your application for recognition of
exemption from income tax under seetion 501(e)(7) of the Internal Revenue
Code.

You were incorporated I, vnder the I lion~-Profit
Corporation Act for pleasure, reereation, or other non-profit purposes.
Your Articles of Incorporation state that your objectives will dDe the
promoticn and encouragenent of the breeding of purebred _
the promotion of good sportsuanship and general good fellowship among
all 4og lovers, and the holding of such shows, matches, and fleld trials
as deamed advisable, Althougn you veran't ingorporated until NN
B, you have been in operation since . 4

Your primary sctivities are monthly meetings and sponsoring dog shows A'.
and tattoo elinics. The entry fee for dog shows is spproximately $HE,
and both members and non-mambers are allowed to enter. The tatto clinies °
are open to members and non~members and you charge $HE each to tattoo -
dogs and cats. You sulmitted a copy of an advertisement you use to
publicize the tattooc elinic. /
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Financial data you submitted shows that for the yeear ended I
B, cross receipts from non-members vere S and total gross
receipts for that same period were SHJMEJENE, for a yon-mmmher percentage
of [§%. Furthermore, for years beginning ufter I, the N
percentage of gross receipts from non-members was FES, !

Membership dues for your organizaticu are SN sn individual a yesr or - X
SHEMl » family a year. Any person who is at least 18 years of ago and ) '
in good standing with I nay be & nember. .

8ection 501(c) of the Code describes certain organisations M I
Fedaral income tax under section 501(a) and reads, in part, kY
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Sactfon 1.501(e)(7)~1 of the regulations jrovides, in pm,,u‘tollm:’,f . ‘
, . : """'( 4" .'u....).,«

"(a)The exemption provided by section 501(a) for organisations’’
descrided in section 501(c)(7) applies only to clubs which are
organized and operated exclusively for pleasure, recreation, and
other nonprofitable purposes, but does not apply to any club if amr ‘
part of its net ernings inures to the benefit of any private’ lha.x‘thalder. K
In general, this exemption extends to social and rocreatioh elubs . |, -
which are supported solely by membership fees, duen, znd uacuuuntl. '
However, a club otherwise entitled to exemption will not de- dllqpalified
because it raises revenue from members through the use of cludb ° S
facilitles or in connection with club acti-itiea.” - I
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"(b)A club whizh engages in businese, such as making ita
social and ;&crmtionﬂ. facilities availablo to the general- ‘pn‘blic
or by sel)iing resl estate, timder, or other products, is not organized .
and ~pefated exclusively for pleasure, recreation, and other nonprofitablo
pur_,ses, and is not exempt under mection 501(a). Solieitation dy
advertisement or otherwige for public patronage of its facilities
is prima facie avidonce that the club is engaging in tusiness and
is not being operated exclusively for pleasure, recreation, or
socinl purposed. FEowever, an incidental sale of property will not
deprive a club of its exemption.”

Revenue Ruling 65-53, 1965-1, C.B. 240 holds that a non-profit organisation
which, in conducting events for the pleasures and recreestion of its
members, permiis the general public to attend such events for a feea on a
recurring basis and solicits patronage by edvertising, does not qualify
for exemption as a club organized exclusively for pleasure, recneation
and other non-profitable purpoeses under section 501(c}(7).

According to Revenue Rullng 58-589, 1958-2 C.B. 266, in order to qualify

as a gocial club within th» meaning of section 501(0)(7) there must be
significant commingling among membars., Substantial non-memder. pu.rt.icipction
in an organization's activitiea is evidence that the necessary element *
of commingling among members is not present.

“evenue Troceduce T1-17, 1971-1 C.B. 683, noditied by Public law 9h-568
mota forth linmitations (n the extent to which non-members mp&rt!eipatc p
in netivities that = azction 501(e)(T) cnrganization apopsors. ¢
Phlie Lav Gh-30 , ceneralls no more that 15 pereent of gross receipts
can be Jnrivei fras 2o ase of elub facilities and services by the
zenernl ubilc.

% .
Tour org adzation has ceerived substatislly more than 15% non-mmbcr
rross recipts for usovernl years and non-member income is enc ’
throwzh advertising. “T.refore, you do not fall within the iiniﬁltioh
rreseribed by “avenue rocedure T1-17, as amended by Public Law ,91!-568. s




Accordingly, we have deternined that you do not M tho requirment i
for tax exempt status under section 501(«*)(7) and txmption is daniod. ,,\'~,-

If you agree with these conclusions or do not wish to fuo a vrittcn
protest, please sign and return Form 6018 in the enclosed self-addi‘nud
envelope as soon as posaidle, You should also file Form 1120, Federal
income tax return, for 1979 and all prier years within 30 dmn with
Chief, Technical Staff, Internal Revemue Servics, 1100 Commerce, Dolh.s,
Ta:mt, T5h2k, i ) R n”“
If you do not agree with these conclusions, you m, w:lthin 30 diyl for EAn
the date of tnis letter, file a wvritten protest in accordande wi.th the

instructions set forth in the enclosed Publication 89é - ey ,;.,%

Sincerely yours, oo

I ' :"( :
Acting District Director. . .
,J_-r '? *
Enclosures: , X
Form 6018

Publication 892

cc: Sutin, Thayer & Browne




